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ECONOMIC ORGANIZATION FOR WAR 

ERNEST L. BOGART 
University of Illinois 

As shown in the struggle recently ended, modern war means 
"a nation in arms." The old-time distinction between fighters 
and workers was almost obliterated, and there was an industrial 
army as well as an army in the field. The labors of the men and 
women behind the lines were essential to the effective operations 
of the men in arms. That this condition was recognized by the 
governments themselves is shown by the classifications of workers, 
according to which those whose special skill or ability was 
essential to the conduct of war industries were taken out or 
kept out of the army and retained in the factories, mines, work- 
shops, and fields. In various ways the old lines between soldier 
and civilian, between war operations and the work of production, 
were broken down. The Germans made no distinction between 
war vessels and merchantmen. They deliberately destroyed 
coal mines and factories, growing crops and cattle ; this was done 
with a military purpose, for the sake of lessening the military 
strength of the enemy. So, too, the former distinction between 
contraband and free goods was obliterated. Whole nations were 
in arms, and all their resources were mobilized to carry on the 
titanic struggle. 

This world conflict has taught us that war is not waged alto- 
gether by armies in the field. It is a contest between the indus- 
trial organization and technique of the opposing nations. It 
is not carried on by money alone, but by the total resources, 
material and human, that can be concentrated in a combined, 
productive effort. The World War gave the first opportunity 
for a complete application of the modern factory system of 
production in warfare. Methods of production have been com- 
pletely revolutionized since the Napoleonic wars, the last general 
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European struggle, and the smaller conflicts since that time have 
not involved the complete utilization of the industrial resources 
of the nations engaged. In the late war, however, the whole 
productive energies of the belligerent nations were thrown into 
the fight. The production of raw materials and food, the manu- 
facture of munitions, ships, airplanes, automobiles, clothing, 
and a multitude of other things, was carried on by the most 
efficient machine processes and large-scale methods, while the 
transportation of men and supplies was effected with the utmost 
expedition. 

War has meant, therefore, the industrial organization of the 
nation, and victory has been dependent not merely upon the 
number of men in the field and on the seas, nor upon the strategy 
of warfare, but to an even greater extent upon the effectiveness 
of the industrial organization behind the lines. This is well 
illustrated by the complete collapse of Russia, which was inevi- 
table even before the revolution of 1917, and which was due in 
large measure to the unwise withdrawal of large numbers of men 
from basic Russian industries, so that with enormous armies 
in the field it became impossible to furnish them adequately 
with munitions and other supplies. On the other hand, Ger- 
many's industrial reorganization was hastened by the fact that 
the cutting off of foreign supplies by the British blockade com- 
pelled an immediate shift from peace to war production on the 
part of many factories if they were to survive at all. 

During the two and a half years prior to the entrance of the 
United States into the war, the industries of this country had 
been gradually organized upon lines of war production for the 
European belligerents. Certain of the industries that produced 
those commodities which were in greatest demand had reached 
a high point of efficiency, but it was on the whole a scrambling, 
competitive market in which the Entente Allies bought their 
supplies. There was as yet no coordination of effort, no cooper- 
ation or unity of purpose. This was true of production; the 
Allies early learned through costly experience the necessity of 
arranging a common purchasing agency. 



ECONOMIC ORGANIZATION FOR WAR 589 

The government was as ill-prepared and as unfitted as was 
private industry to assume the task laid upon it by the entrance 
of this country into the war. In our federal system of govern- 
ment, control of industry has remained for the most part with 
the states; at only a few points did the national government 
touch business and trade and exercise control over them, though 
the tendency in recent years had been in the direction of greater 
regulation. Beginning with the establishment of the interstate 
commerce commission in 1887, whose jurisdiction had been 
gradually extended so as to include telephone and telegraph, 
express companies, pipe lines, and other common carriers, as 
well as railroads, the authority of the national government had 
been steadily widened until it covered the inspection of food, the 
control of combinations, and currency and finance, and to a 
lesser extent was able to control competitive enterprise in other 
directions. 

With the entry of the United States into the World War it 
became necessary to reorganize the industries of the country 
from a peace to a war basis. At once difficulties unsuspected 
and at times seemingly almost insuperable presented themselves. 
The obstacles to be overcome were enormous. The size of the 
country, the sectional and regional distribution of the industries, 
and the uncoordinated character of the transportation systems, 
presented serious physical difficulties. Almost greater were the 
difficulties of securing unity of sentiment and purpose in the 
polyglot nation. Public opinion had to be organized, as well 
as production. The political traditions of liberty and the eco- 
nomic habits of individualism threatened to prevent the cooper- 
ation that was necessary for the successful prosecution of the 
war. The economic virtues of peace were not suited to an 
effective war-time organization, and many people doubted 
whether a democracy could successfully cope with a military 
despotism. The outcome has shown, however, that although 
its movements may be slow, a democracy once moved to action 
carries with it an imponderable weight of spiritual power which 
more than offsets the discipline and obedience of a people trained 
under militarism. 
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It took England more than a year to learn that the necessary- 
man power could not be secured for the army by voluntary 
enlistment, and that the necessary production of war materials 
could not be left to the voluntary and uncoordinated efforts of 
industry. Unfortunately, the lesson of England had not been 
thoroughly taken to heart by the people of the United States. 
It was necessary for war industry to be stimulated and expanded 
and for business in general to be readjusted to war requirements. 
To effect this reorganization the government relied at first upon 
the ordinary economic incentive of high prices. By affording 
an opportunity for large profits to the producers of war materials, 
it hoped to divert a sufficient number of establishments and 
labor into war production to yield the necessary supplies. In 
fact the program of the administration, which planned the 
spending of nineteen billion dollars in the first year, surpassed 
the productive capacity of the plants that could be diverted to 
these purposes. 

In time, no doubt, such a policy would secure the necessary 
readjustment of business to war requirements. Capital and 
labor would be withdrawn from the production of nonessentials 
and these by reason of their scarcity would rise in price. At 
the same time the absorption of the surplus income of the people 
in taxes and subscriptions to bonds would leave them less to 
spend for such purposes. Such a shift of production is, however, 
slow at best, and it was opposed in this country, as in England, 
by the slogan of "business as usual" and by the expenditure on 
the part of wage earners of their unprecedentedly high wages 
for luxuries. It was evident that the volunteer system, whether 
for the raising of an army or for the mobilization of labor and 
capital in war production, was inadequate. During the first 
few months much was done ; production was stimulated, and the 
foundations were laid for future work on a large scale. But 
there was great confusion, conflict of counsel, and little real 
guidance. 

It was clear that coordination of effort was needed, and that 
this could be had only through the extension of government 
control. Unfortunately, however, no centralized administration 
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was set up for dealing with the problems of the war as a whole. 
We did not even go so far in the direction of administrative 
unification as did the English by the establishment of a ministry 
of munitions. A promising agency had, indeed, been created 
in August, 1916, known as the council of national defense, which 
was organized the following March, but this was a loose organi- 
zation with purely advisory functions. It consisted of the secre- 
taries of war, the navy, agriculture, interior, commerce, and 
labor, and was assisted by an advisory commission of seven 
civilians. The first work of the council was the consideration 
of plans for industrial mobilization and the collection of infor- 
mation as to the industrial resources of the country. For this 
purpose each of the seven members of the advisory commission 
was appointed chairman of a committee in charge of a field for 
which he possessed special knowledge, the subcommittees cover- 
ing munitions, supplies, raw materials, transportation, engineer- 
ing and education, medicine, and labor. These committees did 
much to work out the preliminary problems in connection with the 
subjects over which they had jurisdiction, and by reason of 
the ability and knowledge of those who were called to serve, 
their advice was generally accepted. As the war progressed, 
however, it was clear that strong administrative boards must 
be created to handle the problems authoritatively, and the 
original functions of the council of national defense were- conse- 
quently gradually taken over by the various war boards. 

First in chronological order, and possibly in order of importance 
came the shipping board. The circumstance which brought the 
United States into the war, namely, the unrestricted use of 
submarines by Germany, pointed to one of the greatest dangers 
that threatened the allied cause. It was of no use to raise food, 
to produce supplies, or to train soldiers if they could not be 
transported to Europe. The shipping problem was without 
question of fundamental importance. The United States ship- 
ping board, authorized by act of Congress on September 7, 1916, 
was organized for business the following January, and was given 
control of all shipping registered in the United States. Later 
it received power to requisition any American vessel, and shortly 
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after it took over the completion of all ships then building in 
American yards. The interned German vessels were also under 
its control. 

The actual construction of vessels was intrusted to the govern- 
ment-owned emergency fleet corporation, which was organized 
for the sake of speed in action and the avoidance of govern- 
mental red tape. Delayed for a time by controversies over the 
respective merits of steel and wooden and concrete ships, a year 
elapsed before results began to be evident. Much was done in 
the interval, however, in bringing about a more economical 
utilization of existing shipping facilities. By the diversion of 
ships from longer to shorter voyages and from the carriage of 
nonessentials to the transportation of troops and supplies; by 
means of better loading and quicker turn-arounds so that ships 
could make more voyages in the course of a year, the availability 
of existing tonnage was greatly increased. In spite of the con- 
tinued sinkings by submarines and consequent loss in total 
world tonnage, there was an actual increase in the amount of 
goods carried. 

Next to the necessity of providing ships, the most important 
problem before the American people was the furnishing of a 
sufficient supply of food for our army in France and for the allied 
countries. Never wholly self-sufficient, the countries of Europe 
were now less than ever able to produce food sufficient for their 
own requirements, and even in the first three years of the war made 
heavy drafts upon the stores of the United States. In this 
country the rapid growth of the population and the building up 
of great urban centers had created a situation in which the food 
production of the United States merely sufficed for the needs 
of our own people. The enormous exports of thirty years pre- 
vious had entirely disappeared, and it is safe to say that if the 
World War had not occurred, the United States would even now 
be importing foodstuffs instead of exporting them. The problem 
which presented itself, therefore, was a twofold one: first, to 
increase the production of food; and second, to reduce its domestic 
consumption. 
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In contrast with the work along other lines, the control of 
food was administered at the beginning entirely upon a volunteer 
basis. To carry out this policy a food administrator was ap- 
pointed. The cooperation of consumers was secured; they were 
asked to observe wheatless and meatless days, to consume less 
sugar and wheat, and in other respects to conform to the regu- 
lations of the food administration. Voluntary cooperation, how- 
ever, was not sufficient, and authority for comprehensive control 
of the food situation was given by the Food and Fuel Control 
Act of August 10, 1917. The purpose of this act was to assure 
an adequate supply and to facilitate the movement of food, to 
prevent monopolization and speculation, and to establish govern- 
ment control of necessaries during the war. For the purpose of 
buying the necessary food supplies for the military forces, for 
the Allies and for the Red Cross and similar agencies, a grain 
corporation was organized, all of whose stock was owned by the 
government. An effective method of domestic control over the 
food supplies of the nation was devised in the license system, 
which affected cold-storage warehouses, other warehouses and 
elevators, importers, manufacturers and distributors of the more 
important food products, brewers, manufacturers and dealers 
in farm implements and machinery, etc. Control was also 
exercised over prices by a system of fixation of reasonable prices 
and profits. Finally, the amount of various food products that 
could be used by manufacturers and consumers was carefully 
regulated. By all these methods there was secured a surplus 
of food for our armies and the Allies, and at the same time the 
people of the United States were protected against excessive 
prices. 

Another economic problem connected with the war which 
became most familiar to the people of the United States was 
that of obtaining an adequate fuel supply; this undoubtedly 
ranked next in importance after shipping and food. The hope 
of acquiring additional sources of coal supply was undoubtedly 
one of the factors that induced Germany to enter upon the war, 
and the control and stimulation of coal production during the 
war was one of the urgent problems before all the belligerents. 
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In the United States the control of fuel was provided for by the 
creation in August, 1917, of the United States fuel administra- 
tion. There were three aspects of the coal problem which 
developed as time went on, and to cope with them different 
divisions were established. These were production, conserva- 
tion, and car service. To the production division was given the 
task of stimulating the production of coal throughout the country, 
which was done by educating and inspiring the laborers. The 
conservation division sought to save coal by a program of edu- 
cation of consumers, and that of car service achieved a better 
distribution and movement of cars. During the winter of 1917- 
18 the serious congestion of the railway transportation service 
and the severity of the weather brought about a coal famine 
which was met by the temporary expedient of coalless days and 
lightless nights. As a result of this experience a license system 
for dealers was thereafter adopted, and a zone system of distri- 
bution was put into effect which was designed to eliminate 
crosshauling of coal. 

If the industrial resources of the country were to be effectively 
mobilized for war, it was evident that a further step would have 
to be taken to secure cooperation and harmonious unified action 
of the productive forces of the nation. To secure these ends 
the war industries board was created. At first a subordinate 
body of the council of national defense, it soon became so impor- 
tant that it practically absorbed the parent body. Its chief 
activities fell under the three heads of procuring supplies for 
the army and navy, in which it acted in an advisory capacity; 
of securing preferences in production and delivery for govern- 
ment orders, which soon led to the establishment of priorities; 
and, finally, of securing supplies at a reasonable price. As a 
result of criticisms, the board was completely reorganized in 
March, 1918, and the administration was highly centralized in 
the chairman. The functions of the board were well described 
in a letter of the President of March 4, 1918: 

(1) The creation of new facilities and the disclosing, if neces- 
sary the opening up, of new or additional sources of supply ; 
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(2) The conversion of existing facilities, when necessary, to 
new uses; 

(3) The studious conservation of resources and facilities by 
scientific, commercial and industrial economies; 

(4) Advice to the several purchasing agencies of the govern- 
ment with regard to the prices to be paid ; 

(5) The determination, wherever necessary, of priorities of 
production and of deliveries, and of the proportions of any given 
article, to be made immediately accessible to the several purchas- 
ing agencies, when the supply of that article is insufficient, either 
temporarily or permanently; 

(6) The making of purchases for the Allies. 

By virtue of its wide powers and the importance of its functions, 
the war industries board exercised an increasingly strict control 
over the industries of the country and promised to become the 
sole directing governmental agency. By means of its priorities 
division, working in connection with the fuel and railroad admin- 
istrations, it was able to secure the diversion of raw materials 
to necessary war production and to ensure maximum output 
from industries engaged in war work. Unavoidably under such 
a program, nonessential industries suffered or went out of exist- 
ence. Preference lists were established which placed industries 
in the order of their importance, on the basis of which classi- 
fication they were accorded fuel, materials, labor, and transpor- 
tation. The policy of price control, which was administered in 
cooperation with a number of other boards and departments of 
the government, was steadily broadened. 

The regulation of foreign trade came much later than the 
other extensions of governmental control that have been de- 
scribed. But it was finally realized that if the blockade was to 
be thoroughly enforced against the Central Powers, a most 
effective weapon lay in the hands of the United States, from 
which was drawn so large a proportion of raw materials, muni- 
tions, foodstuffs, and other supplies going to Europe. The 
passage of the Espionage Act in June, 1917, permitted a larger 
control over passports and exports, and to deal with these a 
bureau of export licenses was soon organized. It was evident, 
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however, that broader powers were necessary for dealing with 
the situation, and finally, in October, a war trade board was 
created, which, in conjunction with the activities of the alien 
property custodian, possessed full power to curtail enemy trade. 
The activities of the board may be roughly grouped in three 
divisions: those relating to the control of exports; those relating 
to the control of imports; and those relating to enemy trade. 

In order to provide that the resources of the country should 
be used primarily for the prosecution of the war, export conser- 
vation lists were established which either prohibited or placed 
under license the export of a specified list of commodities which 
were essential for war purposes. By the time the armistice was 
concluded, a thoroughgoing machinery had been worked out 
for the virtual rationing of neutral countries. Similarly, imports 
were classified according to their importance and nonessential 
imports were rigidly restricted. Those which were necessary 
for war purposes, either to ourselves or to our Allies, were given 
every preference in the matter of shipping; as the available 
tonnage was strictly limited, this meant that the shipment of 
nonessential imports was rendered uncertain or impossible. 

An elaborate machinery was also built up for the study and 
control of enemy trade. Through a widely ramified intelligence 
system it gained information of firms with enemy affiliation, 
drew up blacklists, and sought to lessen all trading with the 
enemy. Allied with this last function was the work of the alien 
property custodian, whose duty it was to search out, segregate, 
and administer the property of alien enemies within the United 
States. Within a year nearly a billion dollars worth of such 
property was found, much of which was liquidated and trans- 
ferred to American ownership, the proceeds being converted into 
liberty bonds and held in trust for the former owners. 

The railroads of the United States had never constituted a 
unified system. Coordination and combination were prevented 
in part by competition among the roads themselves and in greater 
measure by legislation. Some six or eight groups of railroads 
controlled three-fourths of the mileage of the country, but these 
had effected a fairly distinct regional division of the country 
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and between them there was little harmony of action. For 
some years the increase and improvement of track and rolling 
stock had failed to keep pace with the increase of traffic. When 
the United States entered the war, therefore, the railroads were 
fitted neither by organization nor by physical equipment for 
meeting the enormous tasks which were laid upon them. With 
the construction of new cantonments, shipyards, and munition 
plants and the expansion of established industries, new currents 
of freight began to flow in ever swelling volume, often by unac- 
customed channels. As the military program expanded during 
the summer and fall of 1917, calling for movements of men as 
well as supplies, serious congestion occurred. As the winter 
approached the unusual need for fuel, added to the other demands 
threatened to break down the railroad system. Efforts on the 
part of the fuel administrator to lessen the pressure by a zone 
system of fuel distribution and better routing, and the inaugura- 
tion of a system of priorities by the priorities board proved 
unavailing, and finally, in December, 1917, the President assumed 
military control of the railroads, and named the secretary of the 
treasury as director-general of railroads. 

The first effort of the railroad administration was to relieve 
congestion and secure a more direct and expeditious movement 
of freight. Subsequent financial legislation permitted the rail- 
road administration to spend enormous sums for betterments 
and extensions, to increase wages, and to raise freight and pas- 
senger rates. Contracts were negotiated with the owners of 
railroad property for compensation upon the basis of three 
years' earnings. Under the national administration the operat- 
ing efficiency of the railroads was increased, freight cars were 
made to carry heavier loads, cars were freely moved from one 
road to another and routed over the shortest lines available. 
Passenger schedules were cut and duplications largely eliminated. 
City ticket offices were consolidated, and terminal facilities were 
effectually pooled. By means of these and other changes the 
service and efficiency of the railroads were greatly increased, 
and they were made an efficient machine in the general war 
program. 
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Among all the problems created by the war perhaps no more 
serious or far-reaching one existed than that involved in the 
diversion of labor from normal peace occupations into war 
activities. The first task that presented itself was that of 
attracting the necessary labor supply into war industry, and this 
was done by the inducement of higher wages and also by the 
threat of conscription of those who did not assume their proper 
position in the work behind the lines. The keynote was struck 
by General Crowder's famous "work or fight" order: 

"Every man, in the draft age at least, must work or fight. 
This is not alone a war of military manoeuvers. It is a deadly 
contest of industries and mechanics. Germany must not be 
thought of as merely possessing an army; we must think of her 
as being an army — an army in which every factory and loom in 
the Empire is a recognized part in a complete machine running 
night and day at terrific speed. We must make ourselves the 
same sort of effective machine. We must make vast with- 
drawals for the Army, and immediately close up the ranks of 
industry behind the gap with an accelerating production of every 
useful thing in necessary measure. How is this to be done? 
The answer is plain. The first step toward the solution of the 
difficulty is to prohibit the engagement by able-bodied men in 
the field of hurtful employment, idleness, or ineffectual employ- 
ment, and thus induce and persuade the vast wasted excess into 
useful fields." 

As a result of the withdrawal of so many men from industry 
into the army, great changes occurred in the position of labor. 
Many women were attracted into industry, some taking the 
places of men. Wages were raised to unprecedented heights, 
partly as a result of scarcity of labor, partly through competitive 
bidding of the new war industries, and partly because of the 
general depreciation of money. Old standards and peace rates 
were disturbed, and new and untested situations were often 
created. To meet these problems and to secure better organi- 
zation and direction of the labor supply, several government 
boards were created. There was the national war labor policies 
board, whose task it was to formulate a comprehensive policy, 
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and which was composed of representatives of the departments 
of labor, war, the navy, and agriculture, of the war industries 
and shipping boards, and of the fuel, food, and railroad admin- 
istrations. Parallel with this was the national war labor board, 
which acted as a court of final appeal in labor disputes. The 
United States employment service had exclusive control after 
August 1, 1918, of the recruiting of unskilled labor. Although 
organized too late for full service during the war, it was of incal- 
culable value in helping to solve the problems of demobilization. 
Finally the bureau of industrial housing had charge of an activity 
which was increasingly recognized as essential in any industrial 
war program. Every shipyard, ordinance plant, and newly 
built industrial establishment found the construction of houses 
for the accommodation of workers as necessary as the building 
of the plant itself. The emergency fleet corporation had secured 
a specific appropriation for its needs, and in May, 1918, funds 
were given to the department of labor for similar housing projects 
throughout the country. 

The regulation and control of the activities of a whole nation 
in the prosecution of a war program necessarily interfered with 
normal industries. In order to secure the full application of the 
human and material resources of the country to war purposes, 
a distinction fundamental and far-reaching was made between 
essential and nonessential lines of production. To those regarded 
as necessary, priorities were granted in securing raw materials, 
transportation facilities, fuel, and labor. By this method the 
less essential industries were restricted or even in some cases 
starved to death. War is ruthless, and in many cases the 
unoffending were compelled to suffer. 

Another effective method of control was that of price fixing. 
Since it was desired above all to stimulate production, prices 
were fixed at levels that would induce enlarged output. Perhaps 
the most striking illustration of this was the guarantee by the 
government of a minimum price of $2.26 a bushel for wheat. 
Although a fund of $1,000,000,000 was set aside to meet the 
possible loss occasioned by this guarantee, the price was probably 
not too high to pay as it resulted in the largest crop of wheat 
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ever harvested in the United States. Another method was the 
denial to private corporations of the privilege of issuing securi- 
ties and thereby diverting capital into the promotion of non- 
essential industries. It has been estimated that approximately 
$5,000,000,000 of the national income is annually invested in 
new undertakings in normal times. Every effort was made to 
secure the diversion of this suplus income into war production. 
As time went on not even the issue of state and municipal bonds 
was allowed to compete with the flotation of war loans. The 
banks were directed to curtail loans and credit facilities to 
proscribed activities. Nonessential industries and undesirable 
consumption were also controlled by export and import regula- 
tions and, in some instances, by the prohibition of trading with 
the enemy. 

But not merely were producers and dealers controlled with a 
view to conservation of the nation's resources and their direction 
into war channels; the consumer, too, was restricted in the free 
expenditure of his income. Private consumption during the 
war was effectually curtailed : by the withdrawal of certain goods 
from the market and by rationing the distribution of some of 
the primary necessities; as a result of high prices which placed 
certain articles beyond the reach of all but well-to-do persons; 
by a tax policy which imposed particularly heavy burdens on 
those articles the production or consumption of which it was 
desired to discourage; and, finally, by the absorption on the part 
of the government of the surplus funds of the people in war 
loans. 

The articles that disappeared from the market were for the 
most part imported luxuries which were unable to secure shipping 
space, and the stocks of which in this country were soon exhausted. 
High prices were themselves a conserving force, for consumption 
of nonessentials lessened as the purchasing power of the dollar 
decreased. To some extent this process was hastened by tax- 
ation, but on the whole the burden of war taxes in this country 
fell upon incomes and wealth rather than upon consumable 
commodities. The so-called luxury tax was not enacted until 
three months after the armistice was signed. 
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Much more effective in regulating consumption was the policy 
of rationing. Every active belligerent and many neutrals were 
compelled during the course of the war to ration the food supply. 
Bureaus of food control were set up, food values tested, sub- 
stitutes planned, meatless, wheatless, and sweetless days inaugu- 
rated, the use of cereals in the production of beverages restricted 
or prohibited, a nation-wide educational propaganda organized, 
and recipes providing for the utilization of less scarce forms of 
food were worked out and distributed broadcast. As a result 
of this educational work enormous savings in food were effected. 
The social conscience tended to suppress the purchase of luxuries, 
and many people completely revised their systems of values. 

Possibly the most enduring lesson of the war, as well as one 
most needed by the American people, has been the inculcation 
of thrift. This was enforced by some of the methods just 
described. But it was made a gospel in the appeals to help 
win the war by purchasing war bonds and thrift and war savings 
stamps. The billion dollars invested in thrift stamps and war 
savings stamps in the United States in the year 1918 may safely 
be assumed to have come from small savings, representing a 
sum almost wholly diverted from the consumption of goods. 

The economic problem presented by the war is clear enough 
now, but it was but dimly understood at the beginning of 
the war. The machinery for coping with it was only slowly 
developed. Social production must be developed to its maximum 
and directed into the single channel of winning the war. This 
involved an increase of those things needed for war purposes and 
a corresponding decrease in the production of commodities that 
did not contribute to that end. All useless and unproductive 
spending had to cease. This involved a readjustment of estab- 
lished industries, which was secured only at great cost. The 
social loss entailed by such industrial readjustment is a serious, 
though generally uncounted, item in the cost of the war. 

But not merely was a reorganization of industry imperative; 
it was absolutely essential that results be produced quickly. 
The test of efficiency became the speed with which men and 
materials could be rendered available. At this point, however, 
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the insistence that business should proceed as usual proved an 
obstacle to a quick and effective transition from a peace to a 
war basis and to that extent delayed the adoption of an intelligent, 
comprehensive war program. Lack of perspective, incoherent 
effort, mistaken decisions were responsible for much loss of time. 
Moreover, the United States was not able at any time to draw 
upon foreign supplies but had to depend altogether upon domestic 
resources. 

Thus far there have been described only the new governmental 
organizations and activities called into being by the war, but 
it would be unfair not to mention also the work performed by 
the older agencies of the government. First among these, of 
course, stands the war department. At the time of the entrance 
of the United States into the war the central organization of the 
department consisted of various administrative bureaus and of 
a general staff under the chief of staff. The enormous expansion 
of the military establishment and the rapid developments in 
military science during the war necessitated a considerable modi- 
fication of this organization and the formation of several new 
services. For the purpose of overseeing and coordinating the 
different functions a war council was early created. The raising 
of an army by conscription, its training and care, the procure- 
ment of the enormous supplies needed, and other duties on the 
huge scale demanded, called into being an organization which 
steadily grew more efficient as the war progressed. New supply 
services embraced such novel units as the chemical warfare 
service, the motor transport corps, the aircraft service, and others. 
The various supply bureaus were supervised by the purchase, 
storage and traffic division of the general staff, and later were 
to a large extent consolidated in a more centralized system, with 
the first assistant secretary of war as director of munitions. 

Upon the navy fell the task of protecting the sea lanes to 
Europe for the safe and successful transport of men and supplies. 
Owing to the fact that the organization of the department had 
been greatly improved in the period immediately preceding the 
war, little change was made in method. But the personnel 
and material equipment were greatly expanded, while the exi- 
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gencies of submarine warfare called for new types of vessels, 
the laying of mine barrages, and the arming of merchant vessels. 
The personnel of the navy grew from 65,777 men at the outbreak 
of the war to 497,030 at the end, and the number of vessels from 
197 to 2003. Through the allied naval council the department 
maintained close touch with the allied navies in order to obtain 
coordination of effort at sea and of scientific operations connected 
with the conduct of war. 

Scarcely less important than the two services just named was 
the treasury department. The war placed upon it the responsi- 
bility of finding new sources of revenue, devising improved 
methods of taxation, interpreting and administering the new 
revenue laws, and determining, within the limits set by Congress, 
the management of the enormous new revenues, the procedure 
in extending credit to the Allies, the dates, terms, and amounts 
of the liberty loans, and the best methods of marketing bonds, 
treasury certificates, and war savings stamps. New treasury 
branches were organized, of which the most important were: 
the war risk insurance bureau, which administered a system 
of marine and soldiers' insurance; the war loan organization to 
conduct the advertisement, sale, and distribution of liberty 
loans; and the foreign loan bureau, which was charged with the 
supervision of loans to foreign governments. There should also 
be mentioned the federal reserve board (established in 1913), 
whose powers of control over the federal reserve banks were 
greatly strengthened during the war, and which guided their 
policies so as best to serve the interests of the treasury and the 
public. Finally there was the war finance corporation, which 
was first created to provide financial assistance to enterprises 
engaged in the production of war materials or of articles of vital 
public interest, and after the armistice was authorized to make 
advances to exporters of domestic goods or to banks financing 
such exports. It also purchased, on behalf of the treasury 
department, liberty bonds in the open market. The capital 
issues committee controlled the issue of new securities. 

Other branches of the government also expanded their pre-war 
organizations to meet the new demands upon them. The depart- 
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ment of state, in spite of its invaluable services, showed possibly 
the least external change. The post office department developed 
such new services as the establishment of a mail service for the 
military and naval forces, the operation of the telegraph and 
telephone systems under government control, the execution of 
certain provisions of the Espionage and the Trading with the 
Enemy Acts, and similar activities. The department of com- 
merce carried on its war activities primarily through such sub- 
ordinate bureaus as those of standards and navigation. The 
department of the interior carried on manifold activities through 
its regularly organized bureaus, such as investigations regarding 
the mineral industries of the United States, the materials and 
methods of gas and flame fighting, and lubricants for aviation 
purposes, the making of military maps, the readjustment of 
courses of study in the public schools, and the stimulation of 
home gardening. The department of agriculture rendered 
analogous service in the way of locating various types of timber, 
making food surveys to determine the quantities of food, food 
materials, and feed in the country, advising as to meteorological 
conditions in connection with the location of camps and military 
aeronautics, overseeing the granting of seed grain loans, and 
inspecting meats and dairy products for the war and navy 
departments. The work of the department of labor has already 
been referred to in connection with the national war labor board, 
which was organized to adjust labor disputes in the fields of 
production necessary to the effective conduct of the war. 
Through the industrial housing and transportation service, the 
information and education service, the training and dilution 
service, the introduction of women in industry, and other similar 
services, the department assisted effectively in mobilizing the 
labor forces of the country for war work. 

Coordination in the activities of these various agencies was 
secured for the most part through frequent personal conferences 
rather than by the establishment of a formal organization for 
this purpose. Under the Overman Act, which gave the President 
broad powers of readjusting the administrative machinery, some 
changes and transfers of functions were made within and between 
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departments and other governmental agencies. A sort of clearing 
house of information as to war activities was obtained with 
the creation of the central bureau of planning and statistics in 
May, 1918 j 1 but the full development along this line had not 
been reached when the armistice brought many of the activities 
to an end. 

Not merely was coordinated action among the various agencies 
of the United States government necessary; even more essential 
were harmony and unity among the Allies in the conduct of the 
war. This was realized especially after the entrance into the 
war of the United States, and to secure this end various organi- 
zations were established for economic purposes. The first of 
these was the inter-allied conference, which was held at Paris, 
November 29 to December 3, 1917, for the purpose of considering 
the best means for prosecuting the war. The inter-allied finance 
council was at this date in process of organization; and there 
were now formed similar councils on food, for the allocation of 
stocks of food; on munitions, to make programs for finished 
products used by the allied armies and for raw materials required 
for their manufacture; and on maritime transport, whose purpose 
it was to supervise the general conduct of allied transport and 
to obtain the most effective use of tonnage, while leaving each 
nation responsible for the management of the vessels under its 
control. Other similar councils created from time to time were 
the allied naval council, the allied provisions export commission 
(later merged in the food council), the inter-allied petroleum 
commission, the inter-allied pig tin pool, the inter-allied sanitary 
commission, and the inter-allied council on war purchases and 
finance. This last named body was organized to coordinate 
purchases by the Allies, to serve as a clearing house for infor- 
mation as to allied needs for funds, and to develop a unified policy 
relating to loans to the various associated and allied nations by 
the United States and other countries. The United States was 
represented on all of these bodies, and in some of them, such 
as the last, occupied a most influential position. 

1 Cf. F. L. Paxson, "The American War Government, 1917-1918," in Ameri- 
can Historical Review, xxvi, 54, 73-4 (October, 1920). 
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While mistakes were often made and the machinery creaked 
and groaned at times, it was gradually improved until by the 
time of the armistice an effective machinery was at work. Gradu- 
ally the domestic difficulties of lack of organization, of inexperi- 
ence, and of ignorance were overcome, and it may be fairly 
asserted that by the middle of the year 1918, the nation had been 
organized fdr war production on a scale which in 1914 would 
have been deemed impossible. Shipping, the production of food, 
fuel, manufactures, trade, and transportation were welded 
together into one mighty machine. Labor responded loyally 
to the call for an increased output, and consumers with equal 
patriotism voluntarily restricted their consumption of articles 
needed abroad. 

With the signing of the armistice the powerful national war 
organization slackened its efforts, so far as it was directed toward 
destructive ends, and since that time it has been gradually dis- 
banded. There remains, however, a certain amount of control 
and of expanded governmental activities as a result of the war, 
some of which will probably persist. New duties have been 
placed upon the government and new opportunities for service 
have been accepted, so that the net result of the participation 
by the United States in the war will be a permanent enlargement 
of the functions of the national government. 



